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SUBJECT: PRC-SOUTH KOREA PEPPER SALE DEVELOPMENTS 
REF: A. HONG KONG 12040; B. SEOUL 7379 

SUMMARY. RECENT NEWS STORY RE POSSIBLE SALE OF RED PEPPERS BY 
PRC TRADING FIRM IN HONG KONG TO SOUTHKOREA HAS EVOKED NCNA 
ARTICLE CLAIMING THAT STORY WAS SOVIET FABRICATION TO MASK 
SOVIET-ROK COLLUSION AGAINST KOREAN PEOPLE. MEANWHILE PRC 
TRADE CONTACTS IN HONG KONG WITH WHOM ROK BUSINESSMEN HAD 
STARTED DIALOG HAVE REACTED VERY ADVERSELY TO NEWS STORY AND 
TRADE CONTACTS APPEAR TO HAVE BEEN BROKEN OFF. END SUMMARY. 

1. REACTING TO NEWS STORIES RE PRC-ROK PEPPER SALE (REFTELS), 
PEKING'S NCNA NOVEMBER 9 ISSUED LENGTHY ARTICLE CHARGING SOVIET 
FABRICATION OF STORY AS COVER UP OF ACTUAL SOVIET COLLABORATION 
WITH "PAK JUNG HI CLIQUE" AGAINST INTERESTS OF KOREAN 
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PEOPLE. CATALOGING VARIOUS 1973-74 JAPANESE AND ROK MEDIA REPORTS, 
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THE ARTICLE CITED LONG LIST OF ALLEGED SOVIET-ROK CONTACTS WHICH 
PROVED "SECRET COLLUSION." THE LIST INCLUDED VARIOUS CULTURAL 
AND TRADE ROK VISITS TO USSR AND VICE VERSA INVOLVING SOVIET 
ISSUANCE OF VISAS AND "WARM" SOVIET RESPONSE TO SOUTH KOREANS. 

NCNA CHARGED MOREOVER THAT "THERE HAVE LONG BEEN CLANDESTINE 
CONTACTS" BETWEEN SOVIET DIPLOMATS AND ROK OFFICIALS STATIONED 
IN FOREIGN COUNTRIES. SUCH ACTIONS WERE PART OF SOVIET 
"COLLUSION WITH PAK CLIQUE" AND WHEREAS SOVIETS HAD "NOT DARED" 

TO GIVE CLEAR-CUT SUPPORT TO DPRK KIM IL SOONG'S FIVE-POINT 
PROGRAM FOR THE INDEPENDENT AND PEACEFUL REUNIFICATION OF KOREA, 

THEY HAD WARMLY RESPONDED TO PAR’S REQUEST FOR AN "OPEN 
DOOR." ARTICLE DECLARED THAT IN CONTRAST PRC HAD CONSISTENTLY 
SUPPORTED KOREAN PEOPLE ON REUNIFICATION AND CONCLUDED THAT 
"WE HAVE NEVER HAD AND NEVER WILL HAVE ANY CONTACT WITH PAK JUNG 
HI CLIQUE. WE MEAN WHAT WE SAY." 

2. DISCUSSING ARTICLE WITH U.S. CONGENOFF, ROK CONGENOFF 
JOSEPH KEI YOUN LEE STATED REACTION OF PRC TRADE CONTACTS TO 
SEOUL NEWS STORY HAD BEEN EXTREMELY UNFAVORABLE. THUS INITIALLY 
ENCOURAGING PRC RECEPTION TO A POSSIBLE TRADE DEAL (REFTEL A) 

HAD NOW TURNED VERY COLD. THIS HAD BEEN CONVEYED IN NO UNCERTAIN 
TERMS TO THE ROK BUSINESSMEN COUNTERPARTS, WITH CHINESE CONTACTS 
HAVING DENOUNCED THE NEWS STORY AS INEXCUSABLE. MOREOVER, 

WHEREAS IN INITIAL STAGES ROK BUSINESSMEN HAD THOUGHT A 
SETTLEMENT PRICE FOR PEPPERS SOMEWHERE BETWEEN US$560 AND 
US$590 PER TON WAS POSSIBLE, THE CHINESE QUOTATIONS NOW 

WERE OVER US$700 PER TON. AT SUCH PRICE THERE WOULD BE NO ECONOMIC 
REASON TO PROCEED, AS SUPPLIES FROM THAILAND OR INDONESIA 
EASILY AVAILABLE. LEE SAID IN FACT IT WAS NOW HIGHLY UNCERTAIN 
WHETHER THE PRC CONTACTS WERE WILLING TO SEEL AT ALL. THE OUTLOOK 
WAS BLEAK AND THE CONTACT MAY HAVE BEEN BROKEN. 

3. LEE ADDED THAT THE NCNA ARTICLE CHARGING TASS FABRICATION 
SHOWEC CLEARLY HOW ACUTELY SENSITIVE PEKING WAS ABOUT THE 
REPERCUSSIONS ANY PRC-ROK CONTACTS COULD HAVE UPON PRC RELATIONS 
WITH NORTH KOREA RESULTING IN SOVIET GAIN. HE VIEWED THE SEOUL 
NEWS LEAK AS HIGHLY DAMAGING TO THE INITIAL PRC-ROK TRADE CONTACTS 
IN HONG KONG AND EXPRESSED CONCERN THAT HE PERSONALLY WOULD BE 
HELD RESPONSIBLE BY SEOUL FOR THE LATEST ADVERSE DEVELOPMENTS, 
ALTHOUGH LEAK HAD NOT APPARENTLY COME FROM THE ROK BUSINESSMEN 
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INVOLVED. NOTING THAT INFORMATION RE PRC-ROK CONTACTS WOULD BE 

OF CONSIDERABLE INTEREST TO NATIONALIST CHINESE SOURCES IN 

HONG KONG AND PREJUDICIAL TO SEOUP-TAIPEI RELATIONS, LEE AGAIN 

ASKED SUCH INFORMATION BE TIGHLY HELD. PROBABLY KEEPING IN 

MIND THAT PRC CONTACTS MIGHT BECOME REACTIVATED, LEE WOULD NOT DISCLO 

SE 

ANY INFORMATION RE PRC TRADING CONTACTS, CONTENDING THAT HE HAD 
NOT CONCERNED HIMSELF WITH ANY OF THE DETAILS NOR PERSONALITIES 
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INVOLVED. 

4. AS FOR ROK EXPRESSION OF APPRECIATION TO PRC FOR RETURNING 
ROK FISHERMEN (SEOUL 7378) LEE SAID HE HAD RECENTLY APPROACHED 
HONG KONG GOVERNMENT FOR ITS GOOD OFFICES BUT BRITISH HERE 
DID NOT WANT ANY SUCH INVOLVEMENT AS ANOTHER VENUE WAS LIKELY. 

CROSS 
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